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The Mortgage Clinic 


Made a Hit! 


“A Success from Start to Finish” 
Was the Opinion of the 201 Who 


Attended This 


sol Mees is the best thing the Asso- 


ciation has ever done,” was the 
way one MBA member summed 
up his view of the Mortgage Clinic. 

“This is the best mortgage meeting 
I've ever attended,” said another. “I 
really got something from these discus- 
sions today—let’s do it again,” was still 
another view. 

And so it went. The 201 MBA mem 
bers who came to Chicago February 
10th for the first Mortgage Clinic 
sponsored by the Mortgage Bankers 
Association of America seemed to fully 
share these views. Praise was general. 
Members expressed the uniform view 
that here at last was the kind of “shop 
talk” meeting that had definite value 
and meaning for them. 

Your officers had expected a good 
attendance from the advance interest 
shown but they were hardly prepared 
for the number that actually came. The 
attendance was actually as large as that 
of some of our national conventions 
not so many years ago! 

The Clinic statistics speak for them- 
selves: 

Registration totaled 201. 

Members came from 59 cities in 29 

states. 


Every type of MBA member was 


First Conference 


By GEORGE H. PATTERSON 


liberally represented — insurance 
companies, mortgage houses, 


banks, trust companies, farm 
lenders and others. 


Members from such distant points 


as Seattle, Los Angeles, Birming- 
ham, Greenville, South Carolina, 
and Baltimore were represented. 

Thirteen came from Detroit, 18 

from Minneapolis and St. Paul, 
14 from Milwaukee. 

For the benefit of MBA members 
who did not attend we would like to 
draw a brief word picture of the Clinic. 
Members were seated at tables provided 
with pads and pencils along with a 

(Continued on page 5) 








MBA's first Mortgage Clinic opens and on the rostrum are, left to right, W. A. Clarke o 
Philadelphia, our “summarizer” for the morning session, President Byron T. Shutz and Prank 
J. Mills of Ft. Wayne, Ind. 
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This MBA Local Devised a 
Uniform Trust Deed Form 


After Five Years’ Effort and Great Expense 
the CMBA Has Made an Important Contribution 
to Modern Mortgage Lending in Its Territory 


UNIFORM trust deed and instal 
A ment note without coupons for 

use by individual mortgagors is 
the result of five years’ study and work 
by two committees of the Chicago 
Mortgage Bankers Association and their 
counsel. 


It is believed that this particular form 
will serve the majority of cases, since 
borrowers generally have become accus 
tomed to the use of instalment notes. 


The first objective of this effort was 
to standardize the mortgage instrument 
commonly used in Illinois and particu- 
larly Cook County, in order to facilitate 
the negotiability of mortgages. The sec- 
ond, but extremely important objective, 
was to improve the form which might 
offset the defects found in the forms 
generally used when serious servicing 
problems arose and foreclosure became 
necessary. 

When the avalanche of defaults oc 
curred in the early Thirties it was found 
that inadequate provisions of trust 
deeds in vogue ten or fifteen years ago 
seriously retarded efforts to preserve the 
security pledged by the trust deed. 


The task appeared to be a simple one 
Practically all of the trust deeds then 
generally in use were examined. A tabu- 
lation in chart form was made of their 
clauses and covenants. In all, 168 clauses 
and covenants were found. They were 
studied as to intent, need, desirability, 
and effectiveness. They were, in short, 
grouped, classified, “boiled down,” sub 
tracted from, and added to 


Next, the streamlining began. The Ox 
ford style was discarded for a straight 
forward statement of the parties, the 
conveyance, a description of the debs, 
and the covenants and agreements be 
tween the parties Twenty two num 
bered paragraphs contain all of the obli 
gations and rights of the mortgagor, the 
mortgagee, and the trustee. Some of the 
improvements appear in: 
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By C. A. ZOLL 


The insurance clause, with respect to 
rebuilding after a loss, and the appli- 
cation of insurance during the period 
of foreclosure and the period of re- 
demption. 





O subject holds greater in- 

terest for mortgage bankers 
in most states than simplifying 
mortgage and foreclosure laws 
and bringing them more into ac- 
cord with present-day condi- 
tions. In the last issue we men- 
tioned that the Chicago MBA 
had devised a uniform trust 
deed with the instalment note 
to be used in connection with it. 
Here Mr. Zoll, who was Chair- 
man of the committees responsi- 
ble for the work, explains it in 
more detail. He is with The 
Northern Trust Company of 
Chicago. 





tv 


mt 


The tax clause which specifies the 
definite time when taxes must be 
paid and does not permit the filing 
of objections merely as a means of 
avoiding payment temporarily. 


The trustee's right of possession after 
default with full and definite powers 
to act. 


The receiver's right to make leases 
for and beyond the period of re- 
demption. 


A definite place for serving notices 
if required both to the mortgagor 
and to the trustee. 


A covenant against mechanic's lien 
claims and a stipulation against such 
claims which may become very valu- 


able 


Retention of the liability of the 


maker and any subsequent obligor on 
the mortgage even though an exten- 
sion agreement may be made with- 
out their actual written consent 
thereto. 


This trust deed is intended for Illi 
nois, but it may suggest a similar effort 
in other states. A copy has been fur- 
nished each member of the CMBA and 
most of the insurance companies mak- 
ing loans in metropolitan Chicago. 
The form, together with the instalment 
note intended to be used with it, has 
been copyrighted by the CMBA. 


Among other things which delayed 
the committees in their work was the 
proposal for a new foreclosure law, 
which was considered by the 1939 Illi- 
nois legislature. Had this law been 
enacted it would have been possible to 
eliminate many of the covenants and 
provisions now necessary in this trust 
deed. Had it been possible to eliminate 
them, the trust deed itself would have 
been a much simpler document. From 
this standpoint, it is unfortunate this 
law was not enacted. 


A study is being made by examina- 
tion of recording records to determine 
the demand for other forms such as 
single maturity notes for individual 
mortgagors and the use of interest cou- 
pons. Forms for trustee and corporation 
mortgagors will also be developed if 
the demand warrants. 


CMBA’s new trust deed calls to mind 
the revised title policy forms just issued 
by the Chicago Title and Trust Com- 
pany, MBA members. 


“The new forms,” Kenneth E. Rice 
said, “more definitely express the actual 
protection furnished; there is a more 
orderly presentation of the subject mat- 
ter.” Pointing out that the forms of 
mortgage policies used up to this time 
have been developed from changing 
conditions and more than 50 years of 
experience in the title business, Mr. 
Rice said that his company feels that 
the “revised forms should meet with the 
ready acceptance and approval of attor- 
neys, real estate men, property owners 
and mortgage lenders.” 
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What One MBA Local 


Did in Advertising 


An Account of a Definite 
Dollar-and-Cents Saving 
One Local Group Effected 


AST year the Oklahoma Mortgage 

Association accomplished a great 

deal in bringing its members to 
gether on commission schedules and 
expense charges. Perhaps no single ac 
tion of the Association, however, was 
more effective than our efforts regard 
ing advertising. 


At one of the regular monthly meet 
ings a member made a short talk on 
advertising and suggested that in no 
other way were we indulging in such 
ruinous competition. 


He pointed out that, from week to 
week, various member companies were 
striving to out-do their competitors by 
using larger and larger newspaper ad- 
vertisements. The result was that the 
amount which each member spent for 
advertising was increasing every month. 


As a result of his talk a meeting was 
called to discuss nothing except adver- 
tising. The most surprising fact that 
developed was that every member was 
in perfect agreement on the question. 
That was early in 1939 and, beginning 
immediately thereafter, the size of ad- 
vertisements of all member companies 
was reduced drastically. Since that time 
there has been no recurrence of disas 
trous competition in this field, at least. 


With my own company, for example, 
the saving for the remainder of 1939 
amounted to more than $1,200. Similar 
savings were affected by other com- 
panies. Furthermore, it is very definite- 
ly agreed among our membership that 
we suffered no reduction in the effec- 
tiveness of our advertising. 


Here was something which could not 
have been accomplished by any one 
company working alone. It was done 
solely because of organization and the 
willingness of all competitors to cooper- 
ate. It is only one example of what can 
be and what has been accomplished 
when those in the same line of business 


By J. WILSON SWAN 


get together regularly to discuss their 
mutual problems. 

President Shutz recently spoke of the 
““chiseler”—he who rides the rods while 





T one time, members of the 

Oklahoma Mortgage Associ- 
ation were, it seemed, trying to 
out-do each other in the size of 
the advertisements they insert- 
ed. When it had finally reached 
a point that most of them were 
spending more for advertising 
than was economically justified, 
they—through their local Asso- 
ciation—agreed to limit expen- 
ditures. The plan has worked 
perfectly to the advantage of all 
and the disadvantage of none. 
Mr. Swan is Secretary-Treasurer 
of Braniff Investment Co. of 
Oklahoma City, MBA members. 





the rest of us pay his fare. 

We have the “breed” here as every- 
where else. I know of no more effec’ 
tive way of combating and eventually 
eliminating him than through close or- 
ganization of those who are striving to 
raise the standards and ethics of the 
business to the point where we will de- 
mand and deserve the confidence of the 
general public, and, at the end of each 
year, be able to say that we have done 
something besides work for our health. 

Most of the important real estate 
mortgage companies in Oklahoma are 
members of both the MBA and the 
Oklahoma Mortgage Association. A 
few companies who are members of the 
latter organization are not members of 
the MBA. In our opinion, one of the 
most effective ways of presenting the 
idea of national membership is to get 
these into our local group and convince 
them that cooperation and organization 
are desirable. 


The Oklahoma Mortgage Association 
holds regular monthly meetings except 
for the three summer months. Most of 
them take the form of Round Table 
discussions where serious problems com- 
mon to all are frankly threshed out. 
These meetings are of value and are an 
effective means of bringing the member 
ship into closer relationship with the 
national organization. 


FIRST THINGS FIRST 

Last year there were about 1!/2 billion 
dollars of new residential construction 

but that was less than half of the 
volume of housing transactions. For 
every new house built at least two ex- 
isting houses were financed. Total home 
mortgage recordings in 1939 were about 
$3,800,000,000 but the volume of hous- 
ing transactions probably aggregated 
4VY billion. Says Dr. William H. Hus- 
band, FHLBB member: 

““Used houses’ bear much the same 
relation to the housing industry that 
used cars do to the auto industry. Unless 
used houses can be assimilated and 
transferred to a sound ownership basis, 
new construction necessarily is retarded. 
The $4,000,000,000 in repossessed real 
estate now ‘overhanging’ the market is 
the principal business on hand at the 
present time.” 


CITY TRENDS 

A business man who makes a hobby 
of analyzing population trends says that 
the two fastest growing cities in the 
world are Gary, Indiana, and Zlin, in 
former Czechoslovakia. 

Adverse economic conditions have 
lowered the birth rate and driven peo- 
ple to the country, he says. But the 
largest single factor in population 
trends in large cities is “suburbaniza- 
tion”. 

He thinks that the “saturation point” 
in urban population will be reached 
by 1950, and from then on a “decen- 
tralization” will take place, with indus- 
try moving to the countryside. 


The government says it will have a 
deficit in 1940-41—the eleventh con- 
secutive year of deficits. 
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AN MBA FOR MILWAUKEE 


MBA's newest local association is to 
be in Milwaukee. Preliminary organi 
zation of the Milwaukee Mortgage 
Bankers Association was completed 
January 25th with Hugo L. Porth, part 
ner of Ed. Porth and Sons, elected 
Temporary Chairman and R. F. Marty, 
President, Marty-Rogers Co., elected 
temporary Secretary. Twenty-six at 
tended the meeting and MBA Secretary 
George H. Patterson outlined organiza 
tion plans and activities. A nominating 
committee has been appointed which 
will present the first roster of officers 
for election at a meeting scheduled for 
February 15th. Every mortgage lending 
institution of any size in Milwaukee was 
represented at the first meeting 


Only MBA members will be admitted 
to this new local—the third, inciden 
tally, that has organized on this basis. 
The Baltimore and the Northern New 
Jersey MBAs organized with this re 
striction last fall 


The Milwaukee MBA will begin with 
17 members jointly representing a large 
proportion of the mortgage lending 
business being done in the city 


MBA IN NEW HAMPSHIRE 

Many new MBA members are being 
added each week under the stimulus of 
the aggressive membership drive head 
ed by Guy T. O. Hollyday of Balti 
more. Their names will all be an 
nounced in an early issue. One recent 
new member is particularly significant 
because it adds a new state to those in 
which MBA is represented. It is the 
New Hampshire Savings Bank of Con 
cord, New Hampshire, John H. Terrill, 
Treasurer, and incorporated in 1830 
United States Senator H. Styles Bridges 
of New Hampshire is Vice President of 
the institution 


MAHAN IN AUTO ACCIDENT 

MBA friends of L. E. Mahan are 
sending him notes of regret for his un 
fortunate accident recently. Mr. Ma 
han, who is MBA's senior Board Mem 
ber from St. Louis, was in a recent 
automobile accident in which both of 
his legs were broken. He has left the 
hospital and is recovering rapidly 
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(Lgsoortion ACTIVITIES 


Most recent meeting of the Memphis 
Mortgage Bankers Association featured 
an address by State FHA Director 
B. W. Horner who spoke on recent 
FHA activities and the new regulations. 
Technical details were discussed by 
R. J. Regan, Chief FHA Architect. 


NEW OKLA. MBA HEAD 





W. J. BASHAW 


Mr. Bashaw is the newly-elected 
President of the Oklahoma Mortgage 
Bankers Association, as previously an 
nounced in these pages. He is the Tulsa 
manager of the Mager Mortgage Com 
pany of Oklahoma City. 


C. Armel Nutter of Camden, New 
Jersey, has been elected President of 
the local chapter of the Society of Resi- 
dential Appraisers. He is a member of 
the MBA Board of Governors and 
heads the Membership Committee for 
Pennsylvania and New Jersey this year. 

First 1940 meeting of the Detroit 
Mortgage Bankers Association was held 
January 11th with George W. Zinky, 
Assistant FHA State Director, the prin 
cipal speaker. He explained the FHA 


Section 3, Title I regulations. 


% NEWS OF WHAT’S HAPPENING 
AMONG MBA MEMBERS AND 
OUR LOCAL ASSOCIATIONS 







WILLIAM B. F. HALL HONORED 

William B. F. Hall, in charge of the 
Mortgage Loan Department of the Lin- 
coln National Life Insurance Company, 
has been awarded the Junior Chamber 
of Commerce Civic Service Award of 
his home city. The award is made an- 
nually to the man under 35 years of age 
who contributed most in civic leader 
ship during the previous year. Mr. 
Hall’s recognition came as a result of his 
work on behalf of the Fort Wayne 
Housing Authority which he heads. He 
was chairman of MBA’s Insurance Ad- 


visory Committee last year. 


PEIKER TO MASS. MUTUAL 

MBA friends of Harry C. Peiker are 
sending him their congratulations on 
his appointment as associate supervisor 
of the mortgage loan department of the 
Massachusetts Mutual Life Insurance 
Company of Springfield. Mr. Peiker 
has been, until recently, Assistant Gen- 
eral Manager of the HOLC in Wash 
ington. His past career in the mortgage 
field includes positions with the Federal 
Land Bank of Wichita and the Ex- 
change Trust Company of Tulsa, where 
he was Vice President. He graduated 
from the Columbia Law School and 
was, until recently, a member of the 


MBA Board of Governors. 


WANT AN MBA BINDER? 

Would MBA members like to have a 
stiff-back binder for their copies of 
The Mortgage Banker? The national 
office will supply them at minimum cost 
if sufficient requests are received. If 
you want one, please write George H. 
Patterson. If some of your previous 
copies of The Mortgage Banker are 
missing and you want them for the 
binder, let us know. As long as our 
supply holds out, they are available for 
distribution to members. 


W. A. Clarke, President of the W. 
A. Clarke Mortgage Company and our 
Philadelphia Board Member, is speak- 
ing February 20th before the Cleveland 
Mortgage Bankers Association. 


—_— ih 


i, < i eS ae ee 


rfry 


THE MORTGAGE BANKER 





OVER 200 ATTEND FIRST MBA MORTGAGE CLINIC 


specially prepared book in which were 
printed all questions, properly indexed, 
and with space below each for taking 
notes. 

Hence, it was easy for the discussions 
to switch instantly from one question to 
another. When each question was 
brought up, various members who had 
prepared short talks on it in advance, 
gave these views. General discussion 
followed. 

President Shutz presided during most 
of the day-long discussion, relieved at 
various times by Frank J. Mills of Fort 
Wayne, Indiana, Guy T. O. Hollyday 
of Baltimore, W. A. Clarke of Phila 
delphia, and Dean R. Hill of Buffalo. 

The credit for the smooth, efficient 
working of the meeting goes to Mr. 
Shutz and these men who carried the 
discussions along promptly. 


Better Times Ahead 

Only outside guest speaker was H. 
Merle Smith of Kansas City, well 
known marketing consultant, who spoke 
at the close of the session. Mr. Smith, 
an advisor on marketing and public re- 
lations in seven industries at the present 
time, gave his views on mortgage prob- 
lems today as he sees them. He took 
the view that “better times are ahead” 
for mortgage bankers. 

On behalf of President Shutz, Vice 
President Dean R. Hill and the Board 
of Governors, we want to thank every 
member who attended and assure each 
one that his participation was greatly 
appreciated. To those who prepared 
talks for the discussions, a special vote 
of thanks. 


SURVEYS OFFICE 
BUILDING TRENDS 
The operation of office buildings has 


become one of the major industries of 
the country and involves a capital value 
of 6!4 billion dollars, according to an 
estimate by a writer in the current issue 
of Appraisal Journal. It even outranks 
such major industries today as the tele 
phone and telegraph and automobile 
industries. 

“The office structure in the modern 
world—strictly American business phe 
nomenon that it is—may be said to 
serve one purpose primarily. It is not 
the sale of goods or commodities, not 
the housing of workers but the trans 
mission of intelligence’ the writer de 


clares. 


(Continued from page 1) 





“As a whole, probably no other type 
of investment is more secure than in 
vestment in real property, but the office 
building is a specialty property, de 
signed to serve one need: therefore, the 
value of office structures cannot be any 
safer or any more secure than is our 
economic system itself or the businesses 


which comprise this system,” he points 
out in analyzing the factors which give 
stability or risk to ofhce building in- 
vestment. 

“The office building and its success 
are tied in closely with modern eco- 
nomic forces. It reacts through the fine 

(Continued on page 6) 














The Clinic as those on the speaker's stand saw it. 


Note the semi-circular arrangement of the 


tables. Members on the extreme left are not shown in the picture 


As at conventions members had to register 





:) 


A list of all registering was ready for those 


attending when the afternoon session convened at 1:45. 
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MULCAHY NEW 
MPLS MBA HEAD 


F. J. Mulcahy, President of the 
Northwestern Mortgage Company, has 
been elected president of the Mortgage 
Bankers Association of Minneapolis, 
succeeding Ben B. Walling, Vice Presi 
dent of Thorpe Bros., Inc. The annual 
meeting was held in the Minneapolis 
Athletic Club, February 7, and guest 
speakers included MBA President 
Byron T. Shutz and MBA Secretary 
George H. Patterson 

Other officers elected included Gard 
ner English, Vice President of Investors 
Syndicate, Vice President; Theodore P. 
Burton, Assistant Treasurer of David 
C. Bell Investment Company, Secré 
tary; and James McK. Thompson, of 
the J MeK. Thon pson Co., Treasurer 


New directors include George A 
Carleton, President, David P. Jones & 
Co.: S. M. Waters, President, M. R 
Waters & Sons, Inc., and Past Presi 
dent of MBA; and Mr. Walling, retir 


Presi t 
In his address Mtr Shutz declared 
that with major business ind industrial 
indexes sh Wing increases last year of 


from 15 to 45 percent, the Unite 
States has experienced a far greater 
measure of business recovery than most 


people reali 


Earnings of industry during the past 
year have been such as would justify a 
‘run away’ stock market, were it not f 

the conservative and sensible attitude 
of business leaders, coupled with a gen 
eral lack of confidence in the govern 


ment,” he declare d 


NEW OMAGRAM 


Omagram, monthly bulletin of the 
Oklahoma Mortgage Association, began 
its second year with the February 6th 
issue. Ray McLain, Jr., editor, has 
dressed the publication up with a new 
blue ink front-sheet, a special masthead 
and is carrying photographs. It is now 
a more attractive and worthwhile Asso 


ciation activity than ever before. 





WwW Swan has a poi nphasize and 
, g i Mr. Swa st Clink 
? | l SESS1 Mr 
S c 1t ing appears this 


CONSTRUCTION AND FORECLOSURES IN 1939 


Residential construction in cities of 
10,000 and greater population last year 
was valued at $1,044,707,300, largest 


umount since 1929 


This was an increase of one-third 


over 1938, the previous peak post-de 
pression year. The 289,992 family 
dwelling units constructed or projected 
last year by all individuals, organi 


tions and agencies represented a3) pe 


cent gain over 1938 


In December, the home-building in 
dustry also set a new year Decembet1 
record, 25,435 units of all kinds cost 
ing $86,791,000. Of that total in 
December, 11,968 were one- and two 
family dwellings, costing $46,085,100, 
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as against 9,571 costing $37,902,600 in 
December, 1938 

Real estate foreclosures by all types 
of mortgage lenders on non-farm prop 
erty dropped to a 13-year low record in 
1939 

For the country as a whole, foreclos 
ures in every month of 1939 were be 
low the corresponding month of the 
previous year. Foreclosures in the last 
month of 1939 were lower than in any 
prior December since 1930 

A 12 percent decline in foreclosure 
cases from 1938 was reported for metro 
politan communities—cities of 100,000 
and greater population 


Approximately 85 percent of the 


R. G. ROYER NEW 
SPOKANE CHIEF 


R. G. Royer, Vice President of the 
Vermont Loan & Trust Company, has 
been elected President of the Spokane 
Mortgage Men’s Association, succeed- 
ing A. F. Bittrick. 

J. J. Dullanty, Vice President and 
Secretary-Treasurer of the Fidelity Sav 
ings & Loan Association, has been 
named Vice President and C. P. Kee- 
nan, Manager of the Mortgage Loan 
Department of The Old National Bank 
€& Union Trust Company, was elected 
Secretary and Treasurer. 


Continued from page 5) 
sheen of economic nerves that techno 
logical process has spread over this 
country 
“What the future of the office build 
ing will be, no one can say. That there 
will be changes in the type, size, and 
the conveniences of this kind of struc 
ture there is little doubt. We have to 
day new demands for light, for air, for 
parking facilities, for more comfortable 
modes of business living. These de- 
mands will influence the value of the 
structures which exist today.” 


ADDRESS LOCAL MBA GROUPS 


George H. Dovenmuehle, of Doven 
muehle, Inc., of Chicago and Past Presi 
dent of the CMBA, will address the 
Mortgage Bankers Association of St. 
Louis at the regular meeting scheduled 
for February 28th, A. Sproule Love, 
President, announces. 

Guy T. O. Hollyday of Baltimore, 
who recently addressed the Birmingham 
MBA, is speaking before the Philadel- 
phia Mortgage Bankers Association Feb- 
ruary 20th. 

Secretary Patterson suggests that 
other local associations wishing assist- 
ance in arranging programs for their 
meetings communicate with him. 





foreclosures are on homes, the rest on 
commercial properties. 

The notable improvement in fore 
closure activity, Federal Home Loan 
Bank Board economists say, parallels 
considerable improvement over the last 
few years in the entire home-mortgage 
srtucture of the nation. 

The amount of real estate held by 
mortgage lenders has been declining. 
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MORTGAGE DATA 


When census takers begin to tabulate 
their answers from the material they 
get this year they are going to uncover 
some valuable mortgage information of 
a type never before available. The cen- 
sus of housing information, for exam- 
ple, asks the type of holder of first 
mortgage or land contract, whether 
held by a commercial bank, savings 
bank, building and loan association, life 
insurance company, the HOLC, individ- 
uals or others. Also sought is informa- 
tion on the amount of outstanding in 
debtedness, the frequency of payments 
on the mortgage, whether payments are 
reducing the principal and the interest 
rate and the taxes paid. 


HOLC ON THE PAN 


Recent statement by Congressman 
Dirksen on HOLC caused a consider 
able flurry. He estimated that the loss 
so far was $82,000,000 through fore- 
closure and sale of properties and that 
there would be another $120,000, 
000 loss if present holdings were 
liquidated in today’s market. In New 
Mexico the average loss was $547 while 
in New York it jumped to $3,015. 
HOLC’s year-end statement, however, 
called attention again to the drastic re- 
visions that have gone on in this cor 
poration in recent years. Personnel has 
dropped from 22,000 in 1934 to 10,500 
in 1939. The corporation’s expendi- 
tures were $36,000,000 in 1935 but have 
been reduced to $22,000,000 under the 
budget request for the coming fiscal 
year. 


STICK TO YOUR KNITTING 


The NAREB thinks that there are 
8,000,000 family housing units in 
American cities that can be rehabilitated 
under the plan it is now sponsoring. 
Activities which the USHA has chosen 
for itself to clear up blighted areas, pro- 
vide employment and produce low 
rental accommodations have failed to 
solve the problem, the organization be- 
lieves, and contends that what the 
USHA should do now is to seek to re- 
habilitate existing buildings in slum 
areas rather than put up new ones. 


THE 1939 MORTGAGE YEAR 


The number of non-farm home mort 
gages made last year did not come up 
to the four billion dollar total which 
was once estimated here. The con- 
tinuing survey being made in the home 
mortgage field shows that there were 
1,362, 794 home mortgages of $20,000 
or less made last year, aggregating $3, 
765,595,000. The December rate of 
mortgage financing averaged $3.43 per 
person. Savings and loan associations 
led in the amount of recordings: 


Number Amount 


Savings-loans ..462,425 $1,168,075,000 31 
Banks-trust cos...283,963 924,479,000 24 


Individuals 341,665 648,352,000 17 
a 168,402 552,366,000 15 
Ins. Cos. 65,770 331.914,000 9 


Mut. sav. bks..... 40,569 140,809,000 4 


* 


Total 1,362,794 $3,765,595,000 100 


THEY LIVE AND LEARN 


During the past several years evi- 
dence has continued to pile up in favor 
of mortgages as individual investments. 
Some of this evidence is unusually 
favorable when compared with the ex 
perience of other investment media. 
For example, during the last ten years 
the so-called fixed investment trust has 
been widely acclaimed as a new modern 
investment vehicle. The new SEC re 
port shows, however, that between 
1927 and 1935 investors placed more 
than 900 million dollars in fixed trusts 
and lost 302 million dollars of it while 
the fixed trust sponsors made a gross 
profit of over 90 million dollars. There 
is no short cut to safe, sound invest- 
ment as many of our people are be- 
ginning to fully appreciate. 





LESS THAN $1 DAILY 
One-half of all families financing new 
homes on the FHA plan last year paid 
less than $27 a month or less than a 
dollar a day. 


The median monthly payment on 
new home mortgages becoming pre: 
mium-paying in 1939 was $26.99 as com- 
pared with $28.02 for 1938, $32.14 for 
1937, and $32.67 for 1936. 


The average monthly payment, as 
distinguished from the median payment, 
on new home mortgages in 1939 was 
$28.52. This compared with $30.06 for 
1938, $35.33 for 1937, and $37.44 for 
1936. Both the median payment and 
the average payment were approxi- 
mately $2.00 less on insured mortgages 
used to finance the purchase of existing 
homes. 


From the American Banker — “Rep- 
resentative Lemke, who once cam- 
paigned vigorously and much to the 
embarrassment of Comptroller J. F. T. 
O'Connor for immediate pay-off of all 
deposits in closed national banks, is 
now smoking up his campaign against 
what he calls insurance lobbyists. He 
issued a statement threatening to ex 
pose them individually and collectively 
on the House floor if they work against 
his various and general attempts to aid 
the farm mortgagors. Representative 
Lemke is now set on postponing the 
evil day when many farm mortgages 
become due. His theory is very much 
like those who want HOLC mortgages 
extended from time to time. The way 
the matter works out is to call every ex- 
tension an emergency, and emergencies 
become continuous. Apparently, no 
other financial agency than the Gov- 
ernment can continue to operate under 
such conditions that the due date in the 
mortgages never means anything.” 


The special report which Business 
Week published in its January 27th is- 
sue should have a particular interest for 
MBA members in view of the current 
discussion of single-purpose loans. It is 
an authoritative, reliable discussion of 
“Factories for the Forties”. Anyone 
contemplating a piece of commercial 


building will find it valuable. 


For every 10,125 families in the 
United States there are only 10,000 
homes. This is the way one industrial 
leader sums up the deficiency in build- 
ing since 1932. 
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Every week to the MBA anational 
office come scores of newspaper re 

from government agencies. Those 

rom the Federal Home Le an Bank 

ard and FHA are distinguished by 
their skillful, intelligent handling and 
preparation Some of those of the lat 
ter organization do not, we have ob 
served, receive widespread attention 
from editors. Nevertheless they are of 
great interest to mortgage men and we 
try to carry here as many as space limi 
tation permits. For example, here are 
some of the current week 

In five years, Mr. McDonald tells us, 
FHA has become “the key factor in the 
nation’s new home financing and con 
struction.” 

Early calculations indicate that about 
one-third of the non-farm dwelling units 
constructed during 1939 were financed 
with FHA-insured mortgages—a marked 
increase over 1938 

In the small homes field, FHA’s posi 
tion is even more dominant. Mr. Mc 
Donald estimated that approximately 
two-fifths of all privately-financed one 
and two-family houses built during the 
vear were bought with FHA-insured 


mortgages 


The Administrator emphasized that 
these figures represent mortgages only on 
new homes and exclude loans on existing 
mistrt tion 


( 4¢ 


Altogether, 
dwelling units were constructed witl 
FHA-insured financing in 1939, out of 
1 total now estimated at between 450,000 

Earlier estimates of 427, 

have been revised up 


about 133,001 new 


juced from these figures, 


said, that FHA insured 
» finance 


ai 
one and two 


something ap 


rtgage loans 
employed 
Prior to the insurance of this type 
of loan by the FHA, there was no 
method of financing home improvement 
in general use.” 


And in another we find that more 
than $100,000,000 has been advanced 
by private lending institutions for prop 
erty modernization and repairs under 
the FHA plan since July Ist, enabling 
over 250,000 property owners, repre 
senting about 1,000,000 persons, to im 
prove their housing conditions 
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ARE HIGHER RENTS AROUND THE CORNER? 


There is a better than even chance 
that rents for single family houses and 
apartments will be higher this year than 
last. 

This opinion is based on a study con- 
cluded among members of MBA and 
shows that 65.8 percent of our reply 
ing members in 64 cities in 31 states 








“Since the establishment of FHA, pri- 
vate lending institutions have loaned 
nearly $1,000,000,000 for property im- 
provement under the FHA program. 
These loans have averaged about $400 
each 

“Between 5,000 and 6,000 banks and 
other lending institutions are making this 
type of FHA loan in all parts ot the 
country.” 


And another release explains that the 
number of new dwelling units provided 
under the FHA program during 1939 is 
approximately three times the entire na- 
tional production in 1933, the year be 


fore the FHA was established. 


“In addition, old properties number 
ing 312,849 were improved under the 
modernization program of the FHA. 


“Altogether more than 3,000,000 
people were enabled to improve their 
living conditions under FHA during 
1939 


“The total of new dwellings con 
struced under the FHA program during 
1939 compared with 118,691 in 1938, 
an increase of 30 percent. 


‘Total home- financing insurance 
written by the FHA during 1939 
amounted to $954,000,000 as compared 
with $693,500,000 during 1938, an in 

rase of 37.5 percent. 

“Small home premium-paying mort 
yages, including those insured on prop 
erties already constructed, numbered 
153,700 valued at $669,400,000, as com 
pared with 109,279 valued at $473,246, 
124 in 1938, an increase of 42 percent.” 


Comment from Jesse Jones: 


“The FHA has had the best publicity 
that I have ever seen. You cannot go 
anywhere in the United States and pick 
up a paper and not see a lot of FHA 
publicity.”” Asked about the expense, he 
observed that he didn’t think there was 
much expense, for the reason that it was 
on a subject in which everybody is inter- 
ested. 


expect higher house rents in 1940, 
33.3 percent anticipate no rise with less 
than one percent in doubt about the 
trend. 


As to apartment rents, 53.8 percent of 
our members replying expect a gain 
while 41.8 percent foresee no appreci- 
able rise. On this question, 4.4 percent 
voted no opinion. 


The greater prospect for a rise in 
house rents is only natural because the 
greatest deficiency in new construction 
in the past decade has been in this type 
of housing, according to President 


Byron T. Shutz. 


Members in Eastern states expressed 
the strongest opinion—85 percent—for 
a gain in house rents. By geographical 
sections, the prospects for higher house 
rents were: 


cted 
In Doubt 


Expe 


MBA Members in: 


Rent Gains 


Expect No 
Rent Gain 


33 Mid Western cities..63 
13 Eastern cities ........85. 
10 Southern cities ........50 
8 Far West-Mt. cities..76.8 


As with house rents, prospects for 
higher apartment rents are most likely 
for the Eastern states, the study shows. 
By sections the opinions were: 


Gain Seen 


In Doubt 


UBA Members in: = 3 


a 
tv 


33 Mid Western cities..56.6% 38.2% 
13 Eastern cities 65 

10 Southern cities 35. 

8 Far West-Mt. cities..46.1 53.9 


“Rents for single-family houses and 
apartments would have to stage a really 
sensational rise—which they will not 
do, of course—to bring this factor of 
the business index into line with other 
factors in our economy,” Mr. Shutz 
said. “Very few people realize, I think, 
that rent gains have lagged since the 
start of recovery in 1933 and represent 
the one conspicuous item that has not 
recovered in proportion to other costs. 


“Indications for a further rise this 
year do not take this into account, of 
course, but merely reflect the growing 
need for more housing and the defi- 
ciency of new housing built in recent 
years. Under such conditions increases 
are inevitable.” 








